Although deregulation of the market and the privatisation of BT were the first major liberalisation decisions and were at that time radical political decisions, which started a new period world-wide in the network industries, the liberalisation policy itself during the 1980s tried to ensure a soft transition to a more competitive market.
-Duopoly
In the duopoly policy the gradual, the planned transition to the competitive market can be seen perhaps most clearly. In the literature (e.g. Laffont and Tirole, 2000) it has been pointed out that market forces would have done a better job at selecting worthy competitors to BT than did regulators, and that Mercury might have not been the optimal choice.
-
Growth of the role of regulation
It is difficult to believe that the aim of the lawmakers was to increase gradually the role of regulatory bodies in developing the competitive market.
At privatisation about half of BT's business was subject to price control, but in mid 1990s around 70% of its business (by revenue) was under price control. The duopoly between BT and Mercury might have created the illusion of possibility of effective regulation by bargaining with Oftel and with final referee of the MMC. To regulate hundreds of companies is a different kind of task.
-Regulation by bargaining
There were three regulatory bodies in the UK -the Department of Trade and Industry (DTI), Oftel and the Monopolies and Mergers Commission (MMC). The regulatory authority of Oftel can be extended beyond the powers and duties of the 1984
Telecommunications Act because it can always employ the threat of a reference to the MMC to seek regulatory change. In fact regulation has involved what seems like bargaining between Oftel and BT. This is in quite sharp contrast to rather legalistic type of regulation in the USA, and to very weak regulation in the Nordic countries.
-Cherry picking
New entrants, such as Mercury during the duopoly and others after 1994, concentrate upon the high-value-added parts of the network, comprising major cities and especially the City of London, and upon the relatively profitable long-distance and international markets.
-Competitive mobile telecommunications
The duopoly policy was applied also to mobile telecommunications, and initially in 1980's only two operators were licensed, namely Cellnet and Vodafone. However, after cancellation of the duopoly policy the licences were granted for two more operators. At the moment all four operators have almost similar market share. Oftel's recent benchmarking work, reflecting prices in August 2001 shows that UK mobile prices are slightly below average when compared to major European economies.
-Slow restructuring of BT
The duopoly period, 1984 -1990 , created for BT a soft landing into competition.
Although BT sold its manufacturing businesses soon after privatisation it employed more people in 1990 than it did in 1984. The restructuring of the company started only in the beginning of 1990s.
Although competition emerged after 1991, the telecommunications market in the UK in 1990s still had very typical problems coming from 1980s, e.g. the low level of competition in the local, especially residential, market. This is by no means only a British phenomenon. This is crucial in the U.S. telecommunications market and also in the EU telecommunications market as a recent declaration of the European Commission on the slow development of competition in the local telephone markets shows.
The market structure
The Office for National Statistics (ONS) estimates that there are over 7,000 businesses in the U.K. whose primary businesses can be considered Gross turnover is, however, a relatively crude measure of the size of the industry because it does not properly take into account purchases by the industry including transactions within the industry. ONS estimates that in 1999, the value added by the industry was £18 billion, which is around two percent of GDP. The growth in revenue 
The market shares
In the residential fixed line market competition has developed rather slowly. On the one hand BT has been able to defend its local loop position, and has been heavily criticised by its competitors , for example, for using uncompetitive access pricing, and, on the other, new entrants have been more interested in cherry picking the faster growing business fixed line market. In the business fixed line market competition has emerged fast. BT has lost a substantial market share during the 1990s to its competitors. Commercial mobile telephone services started in the UK in 1985 when British
The mobile telephony market
Telecom and Securicor founded a joint venture company -Cellnet -on 7 th January.
Later in the same year Vodafone started operations. The joint venture company was named BT Cellnet in 1999, and in the same year BT announced that it would be acquiring Securicor's minority stake in the joint venture. In 1993 Mercury
Communications launched its One 2 One mobile telephone service. The mobile telephone market in the UK has developed rapidly and market shares of Orange announced an agreed acquisition by France Telecom. In 2001 BT demerged, as a part of its financial rescue plan, BT Cellnet, which was named mmO2. In the same year One 2 One was re-named by Deutsche Telekom as T-Mobile.
Development and corporate strategies of British Telecom
BT's origins date back as far as to the introduction of the first commercial telegraph services in the early nineteenth century. In 1996 at the annual shareholding meeting the chairman Iain Vallance formulated BT's corporate strategy in the following way. "We have a clear strategy…that has been in place for some time now." "First, we will continue to defend market share in the UK… Second, we will expand our overseas presence and our interests, particularly in partnership with others. Third, we will develop the market for advanced, interactive and multimedia services". BT's overseas activity targets were set in three parts of the world: North America -in partnership with MCI; mainland Europe defined as BT's extended home markets, and the Asia-Pacific region. As
Vallance put it: "Your company already has a significant presence in most of the major European markets and we are looking forward to the time when we can compete head-to-head with the incumbent operators. We have 12 years experience of competition, they have none." BT also aimed to develop advanced services and with trials of interactive services from video-on-demand to home shopping.
In January 1996 Sir Peter Bonfield, the former chairman of ICL, joined BT as Chief 
Aftermath of abandonment of global player strategy
Rapidly changed market conditions in 2000 forced BT, and many other incumbents too, to concentrate all efforts to secure the financial stability of the company. Now the debt issue was on the agenda of every meeting of the senior management, and every company, which has 4,000 corporate clients in the UK after buying AT&T's business in the UK, says: "We have been a victim of circumstances, which is the change in market conditions. The investment houses that were preparing to provide money for the purpose of building this network are the same investment houses that are punishing us for carrying so much debt". Rebuilding credibility
The changing market conditions forced BT, like other telecommunications incumbents and new entrants, to reformulate their strategies. In November 2000 BT announced a radical restructuring that would break the business into five separate public companies. In the spring 2001 the management of BT with new chairman Sir
Christopher Bland announced that BT's strategy was to concentrate on the voice and data markets in the UK and elsewhere in Europe. This was a major change from the previous strategy of the global leadership in telecommunications. A substantial part of this strategy is the reorganisation of the company. Two separately quoted companies were to be created: BT Wireless (later MMO2) and Future BT (later BT Group plc).
BT Group plc was the listed holding company for the BT group companies. BT Group plc represented the group as a whole to external audience such as shareholders, financial analysts and the media. Under this structure British Telecommunications plc was a wholly owned subsidiary of BT Group plc. British Telecommunications plc was to own separately managed businesses comprising:
BT Ignite -an international broadband business network business focused primarily on corporate and wholesale markets; BTopenworld -an international mass-market Internet business; BT Retail -serving end-business and residential customers;
BT Wholesale -which sells network capacity and call terminations to other carriers;
BTexact Technologies -engineering and technology R&D activities; BT Affinitis -a business offering services, which can be, bought stand alone or in integrated offerings.
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The new corporate structure of BT. Only a few years ago it seemed to inevitable that "content is king" would be true in telecommunications. There was a strong belief that the market will no longer reward ownership of infrastructure and that there would be a swift move toward a market that rewards the ownership of content: "the development and provisioning of content and advanced services will be key to telecom's future". However, while some analysts are still skeptical about the depth of the cultural change in the company, most agree that the chaos in telecommunications, and particularly the situation with alternative telecom companies creates an opportunity for BT. "After three years of rapid expansion followed by an embarrassing u-turn on its international strategy, BT has returned to its home territory. Under the plan, BT aims to improve revenues from its residential and business customers in the UK and stop losses in its remaining international network business, Ignite". In the strategy major acquisitions for the foreseeable future are ruled out. The CEO scotched speculations over BT's ambitions to move into broadcasting. Broadband is a central plank of its strategy for the next few years. BT has already reduced rather substantially its wholesale internet prices for internet service providers. BT will also offer mobile services under the BT brand using mmO2's network mobile services to business customers. Later in October BT announces that it plans sell mobile services to customers using the mmO2 network under the brand Mobile Sense also to consumer market.
The strategy also illustrates the changes in the management style of the company.
BT's senior executive team was reduced from 16 to 5 in an effort to speed up decision making within the group. Sir Christopher Bland had already earlier noticed that BT's divisional heads focused on independence rather than cooperation. This accelerated particularly when the stockmarket took off in the late 1990s. "That caused some disruptive patterns of behaviour", admits Sir Christopher. One of the first things to do was to place the heads of the group's three main businesses -retail, wholesale, and the international network business, Ignite -on the board. "It has had quite a unifying effect," says Sir Christopher. (The Guardian, July, 25, 2002) .
In the strategy Mr Verwaayen set targets for each of the company's four businessesranging from 3% annual revenue growth at BT Retail to 35% revenue growth at
Openworld. Overall the company plans to attain 25% compound annual growth in earnings per share, and 6% to 8% organic revenue growth.
The focus in the UK core business, however, does not mean that BT would have forgotten lucrative opportunities of broadcasting , and in general opportunities of convergence of media and telecommunications. In July this year BT announces a new approach to broadcasting, but now in the framework of the new strategy. BT Group and BSkyB announced a broadband interactive TV alliance. The deal gives Sky customers the option to upgrade their interactive TV facility to a faster BT broadband connection. Sky hopes that this will boost demand for its interactive TV services such as betting and shopping.
BT plans to use its DSL network to enhance communications experience to the PC through video and multimedia. BT will focus on new applications in the communications / PC area that linking PC, telephone, sound system and TV will provide. BT announced that its network strategy includes the principle of multimedia capable network intelligence offering a customer-centric open architecture with opportunities for third party applications. The company plans to exploit new technology and partnerships to extend broadband reach to a wider customer base.
November 6th BT announces with Microsoft an alliance in collaborating on how to bring dynamic broadband applications to the market for residential and business customers. Ben Verwaayen, chief executive of BT Group, said:
'BT has accelerated on all fronts during the past two years to make broadband as attractive as possible to potential customers, residential and business, by giving them the compelling applications that will deliver a superb online experience that meets their needs and aspirations. That's where this alliance comes in.'
The alliance focuses on five key programmes, developing applications for multimedia home computing, increasing the productivity and flexibility of large organisations, the new generation of mobile computing, Net and web services, and portals. 1998: £3,425m,1998: £3,425m; 1999: £2,037m; 2000: £3,675m; 2001: £8,598m; 2002: £2,827m . During the 2002 financial year, in addition to the demerger of mmO2, BT disposed its interests in Japan Telecom and J-Phone Communications, Airtel and Yell. These business activities are shown as discontinued activities. b) Includes exceptional gain of £1,107m c) Includes net exceptional profits of £4,357m. Net exceptional profits in 2002 are principally profits on sale of discontinued activities.
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